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EATELCORP, Inc., ("EATEL"), by its attorneys and pursuant to

section 1.429 of the Commission's RUles,l respectfully seeks

reconsideration of the Fifth Report & Order ("Order") released

herein on July 15, 1994. 2

EATEL's aajority and controllinq shareholders are women.

EATEL is pri.arily involved in telecommunications; it owns and

operates the East Ascension Telephone Company, Inc., which serves

approxi••tely 27,000 access lines in and around Gonzales,

Louisiana. EATEL is actively considerinq participation in the

provision of Personal Communications service ("PCS"), and is

concerned that the co..lsslon's Rules may inadvertently impede its

ability to do so. While the Order does take certain measures in

response to Conqressional directives to ensure opportunities for

47 C.F.R. S 1.429.

2 I.pl_ntation of Section 309 (j) of the COBl1l\unications Act ­
Coapetitlve Biddinq, PP Docket No. 93-253, Fifth Report' Order,
released July 15, 1994, 59 Fed. Req. 37566 (JUly 22, 1994)
("ordar "). au Ala2 Notice of Proposed RuleD\aking, PP Docket 93­
253, FCC 93-455, relea.ed October 12,1993. ("HfBH"); Second Report
, order, PP Docket 93-253, FCC 94-61, released April 20, 1994.
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bu.in••••• owned by .inorities and/or women, EATEL submits that one

provision of this Order unnecessarily limits participation by

exi.ting woaen and/or minority controlled businesses, and thus is

contrary to congressional intent. 3

aUIIIIUY 0.. _'fa'a ~I'fIO.

EATEL submits that current co..ission ownership requirements

are unnecessarily restrictiv.. Specifically, Section 24.720(c) (i)

of the co_ission's Rules requires that minority and/or women-owned

businesses are eligible for preferential treatment only if they

have a control group composed 100 percent of minorities and/or

women. Many saall telephone companies and other businesses which

are controlled by minorities and/or women nonetheless have some

percentage of non-minority , male shareholders. Under current

rules, these existing businesses, while surely among the intended

beneficiaries of the Congressional mandate, are ineligible "control

group" participants because they do not meet the 100 percent

owner.hip r.quire..nt.

A. a consequ.nce of this provision, existing minority and/or

wa.en-owned busine•••• could face insurmountable difficulties in

3 we not. that the C~i••ion is pres.ntly reviewing its rules
CJOvernift9 preference eligibility for wo..n and minority-owned
busine...s. a.&,~, "FCC Rethink. Airwaves Auction Rules for
....n ancl Minorities, II _abington Post, 08 (August 11, 1994). The
i.sue Eatel rai.e. has previou.ly been brought to the ca.aission's
attention in resPQlUM to this report. .5.U ex parte Letter of
Augu.t 15, 1994 from Charl.s o. Cosson to various FCC staff.
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bidding for PCS spectrum. section 24.720(c) (i) of the Co_ission's

Rules precludes existing minority and/or women-controlled

businesses from taking advantage of the preferences for which they

are otherwise eligible if such businesses join with passive

investors for financial strength. This anomalous result

contradicts the ca.aission's recognition that preferences are

necessary for minority and/or women-owned businesses to attract

sufficient capital to effectively compete in spectrum auctions:

"Absent such measures it would be virtually impossible to

assure that these groups achieve any meaningful measure of

opportunity". Order, para. 132.

Accordingly, EATEL reco..ends that the FCC amend its rules to

provide that control group participants, for purposes of

eligibility for minority and/or women-owned business preferences,

may include businesses which are majority-owned and controlled by

woaen and/or minorities. Thus, if a woman/minority controlled

entity or group of entities controls the PCS applicant, and the

applicant ..ets either of the equity tests described in the rules,

the applicant should qualify as a designated entity.

DI8CU88IOII

I. ftMa CI••i_i...,. h1....._1•• o.rt..ia bu.i._••• __
... _0'.11.. Jty ai..l:it.i_ ."/or woae. froa ....lifyi.9
fer t... pl:efereaoe. i.t. t.o be.efit. auola bu.i .

The Order correctly notes that Congress ordered the Commission
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to de.ign auction procedures that ensure opportunities for

de.ignated entities to obtain licenses and provide services.

order, para. 93. The co_ission deterJllined that a system of

preference. is necessary to achieve this objective. ~. Both

Congress and the co..ission found that, in an auction environment,

documented difficulties in accessing capital would inevitably

exacerbate the already severe under-representation of women and

minorities in the telecommunications industry. ~,~, Order,

paras. 98-112.

Pursuant to this mandate, the Commission devised a number of

preferences available to PCS applicants that qualify as women or

minority-owned businesses. ~,~, Order, para. 113.

Additionally, in defining the entities which qualify for women

and/or minority status, the Commission correctly noted that women

and/orainorities require more flexibility in attracting financing,

and therefore relaxed its rules governing the attribution of

Pas.ive inve.tors. order, para. 160. These provisions, however do

not adequately addre.. the fact that existing women-controlled

bu.ine.... are al.o aaong the intended beneficiaries of the

Congressional mandate.

Coapani.s such as EATEL which are controlled, but not 100

percent owned, by w~n and/or minorities are eligible the.selves

for preferential treatment, but are artificially precluded from
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..intaininq that eliqibility when joininq with other investors

because they are ineliqible "control group" participants under

current rules. 47 C.F.R. S 24.720(c) (i). Consequently, the rules

unnecessarily restrict the opportunity for these companies to take

advantaqe of Conqressionally-targeted preferences so severely as to

render the benefits non-existent.

S1Iall woaen and/or minority controlled businesses must attract

investors to create viable biddinq entities. Yet, under current

rules, these existing businesses must segregate "eligible" from

"ineligible" owners and organize a new entity to take full

advantaqe of the ...sures intended for their benefit. These

artificial restrictions impose unnecessary organizational costs and

deprive newly-formed single-purpose entities of the existing

coapanies' expertise. This wasteful activity could be avoided, and

Congress' and the ca.aission's goals accomplished, by a simple

adjuataent in current rules which recoqnizes that control of an

entity by wa.en and/or minorities is sufficient to ensure the flow

of preference. to intended beneficiaries.

A. deaonstrated below, exclusion of existing women-owned and

controlled teleca.aunications businesses such as EATEL is

uJimecessary, and contrary to the Conqressional mandate. EATEL

therefore request. that the Co..ission amend Section 24.720(c)(i)

to provide that wOllen-owned busine.ses qualify for preferences when
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the control group i. 100\ composed of women, minorities, and/or

entities which are woaen and/or ainority controlled.

II. ~ ca.aiaaioa'a re.triotive rule i. unneoes.ary to further
the Ca.aiaaioD'. goal••

According to the order, section 24.720(c) (i)'s adoption of the

control group requirement is intended to ensure that the applicant

reaains under the control of entities who are the intended

beneficiaries of the congressional mandate. ~ Order, para. 158­

59. On this basis, the Co_ission has also adopted other

provisions which li.it the percentage of equity which can be owned

by outside investors to 15% of the available voting interests.

~, t.a..!L.., Order, paras. 160-166; ~ Al§Q Order on

Reconsideration, PP Docket 93-253, FCC 94-217, released August 15,

1994 (raising the threshold of non-attributable voting interests in

a corporation which outside investors may hold from 5% to 15% for

non-publicly traded corporations).

Under these rules, the existence of non-controlling equity

interests within individual control-group businesses has no effect

on the ability of the control-group businesses to maintain

ownership and control of the applicant. Moreover, where the women

and/or ainority-controlled control group owns the largest share of

the applicant's equity And controls the applicant in every respect,

ainority-interest shareholders in the control group entities have

DO ability to direct the affairs of either the control group
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bu.ine••e. or the applicant. In short, there are ample other

.afeguards .are directly related to the Commission's concern that

preferences are targeted to intended beneficiaries. Thus, there is

no need to require that the control group businesses be lOOt women

and/or minority owned. In fact, such a requirement undermines the

Congressional intent and pUblic policy objective that licenses be

awarded to entities which are women and/or minority contrQlled

(Which clearly does nor require 100% women and/or minority

ownership) •

Existinq businesses Qwned and controlled by women are clearly

the intended beneficiaries of the Congressional mandate, and

applicants owned and controlled by such entities should qualify for

preferences designed to implement the mandate.

CC*CLU8Xoar

New PCS .ervic.s r.pre.ent a siqnificant opportunity for

wa.en-owned bu.ine••es due in part to a Conqressional mandate to

.nsur. that the u.e Qf cQapetitive bidding tQ award PCS licenses

doe. not .xclude ..aningful participatiQn by women and minQrity

owned businesses. In order to fulfill this mandate, the

cQ..i ••iQn's rules which protect against shams and fronts shQuld

not preclude eligible and experienced women and minority owned

bu.in••••• from attracting sufficient capital.
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specifically, the co..ission need not require that an eligible

applicant identify a control group which is 100% women and/or

ainority owned, provided that a control group is 100% comprised of

businesses which are owned and controlled by women and/or

minorities.

Respectfully sUbmitted,

EATELCORP, Inc.

By: ~_
~ n • Kraskin

Sylvia sse
Charles D. Cosson

Kraskin , Associates
2120 L street, N.W.
suite 520
Washington, D.C. 20037
(202) 296-8890

Its Attorneys

August 22, 1994
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I, Nicola A. Chenosky, hereby certify that on this 22nd day of
August, 1994, a courtesy copy of the foregoing "Petition for
Reconsideration of EATELCORP, Inc." was served by hand delivery to
the following parties:

Mr. Willia. E. Xennard, Esq.
Office of General Counsel
Federal C~nications Commission
1919 M street, NW, Room 614
Washington, DC 20554

Ms. Sara Seidaan, Esq.
Office of General Counsel
Federal Co..unications co..ission
1919 M street, NW, Room 614
Washington, DC 20554

Mr. Peter Tenhula, Esq.
Office of General Counsel
Federal Co..unications Commission
1919 M street, NW, Room 616
Washington, DC 20554

Dr. Robert M. Pepper, Chief
Office of Plans and policy
Federal C08Bunications C~ission

1919 M street, NW, Room 822
Washington, DC 20554

Mr. Donald Gips, Deputy Chief
Office of Plans and Policy
Federal Co-.unications co..ission
1919 M street, NW, Room 822
W.shington, DC 20554



Mr. Jonathan Cohen
Oftice of Plans and Policy
Federal c~unications Co..ission
1919 M street, NW, Room 822
Washington, DC 20554

Ms. Jackie Chorney
Otfice of Plans and Policy
Federal Co..unicationa commission
1919 M street, NW, Room 822
Washington, DC 20554

International Transcription Services
Federal Co..unications co..ission
1919 M street, MM, Room 246
Washington, DC 20554
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